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FROM :

Docke t Control
Arizona  Corpora tion Commiss ion

Ernest G. 6 5 4 9
Dire ctor
Utilitie s  Divis ion

Date: December 19, 2007

DIAMOND VALLEY WATER US ERS  CORP ORATION'S  AP P LICATION
FOR TRANS FER OF AS S ETS  TO THE DIAMOND VALLEY WATER
DIS TRICT (DOCKET NO. W-03263A-07-0244)

On April 13, 2007, the  a bove -ca ptione d docke t wa s  ope ne d in the  ma tte r of Dia mond
Va lle y Wa te r Us e rs  Corpora tion 's  ("DVWUC" or "Compa ny") tra ns fe r of its  a s s e ts  to  the
Dia mond Va lle y Wa te r Dis trict ("DVWD" or "Dis trict"). A he a ring on this  ma tte r wa s  he ld on
November 16, 2007.

During the  he a ring, Adminis tra tive  La w Judge Nodes directed S ta ff to docke t a  la te -filed
exhibit on Staff' s  post-hearing eva lua tion of the  asse ts  and liabilities  of the  Company.

Eva lua tion of Company As s e ts  and Liabilitie s

S ta ff vis ited the  Company's  office  on November 30, 2007, and me t with the  Company's
inte rim ma na ge r Don Bohlie r a nd e mploye e  Ka re n Ale xa nde r. Mr. Bohlie r a nd Mrs . Ale xa nde r
discusse d with, a nd de mons tra te d to S ta ff, the  a ccounting proce dure s  a nd policie s  in pla ce  to
prope rly and accura te ly record va rious  accounting transactions . S ta ff examined the  Company's
re cords , both a ctua l phys ica l re cords  a nd the  e le ctronic da ta  re corde d a nd ma inta ine d on the
compute r. Mr. Bohlie r ma inta ins  the  Compa ny's  phys ica l re cords  in s e ve ra l filing ca bine ts
ins ide  his  home.

During S ta ffs  e va lua tion of the  Compa ny's  e le ctronic a nd phys ica l re cords  a nd the
Compa ny's  policie s  a nd proce dure s , S ta ff did not find a ny unre corde d a s se ts  or lia bilitie s  tha t
had not been previous ly reported in Darlene  Wood's  audit of the  2006 Company financia ls . The
only change  to the  Wood audit tha t Staff notes , would be  an update  to the  financia l results  for the
2007 year-to-date .

RE:

Although S ta ff did not find any unrecorded asse ts  or liabilitie s  during its  eva lua tion, S ta ff
did re ce ive  cla rifica tion on se ve ra l ite ms  tha t the  Dis trict ha d e xpre sse d some  conce rns  a bout
during the  November 16, 2007 hearing. Those  items follow. Arizona Corporation CommIssIon
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Computer and Software

There  was some ambiguity as  to who actua lly owns the  computer and the  re la ted software
tha t in te rim ma na ge r Don Bohlie r u tilize s  to  re cord the  Compa ny's  fina ncia ls . Ba s e d on
invoice s  and re imbursements  S ta ff obse rved during its  eva lua tion, the  compute r and its  re la ted
s oftwa re  wa s  origina lly purcha s e d by Don Bohlie r for his  ma na ge me nt compa ny us ing his
compa ny funds  in De ce mbe r 2005 a nd Ja nua ry 2006. Mr. Bohlie r proce sse d a  re imburse me nt
for his  ma na ge me nt compa ny from Dia mond Va lle y on Fe brua ry 28, 2006. As  the  Dis trict
be ga n the  proce s s  to a cquire  the  a s s e ts  of the  Compa ny, Mr. Bohlie r be lie ve d tha t only his
ma na ge me nt compa ny wa s  lice ns e d to ope ra te  the  RVS  s oftwa re  us e d to re cord Compa ny
transactions  so he  sought to pay Diamond Valley back for the  re imbursement he  had rece ived in
February 2006. Mr. Bohlie r's  management company pa id back the  re imbursement on November
16, 2007.

This  provide s  e xpla na tion a s  to why Mr. Bohlie r firs t s ta te d tha t the  compute r a nd its
s oftwa re  be longe d to Dia mond Va lle y a nd la te r s ta te d tha t it be longe d to his  ma na ge me nt
compa ny. Mr. Bohlie r wa s  of the  be lie f tha t only his  ma na ge me nt compa ny ca n be  lice nse d to
opera te  the  software . However, S ta ff spoke  with RVS cus tomer se rvice  and was  informed tha t if
Mr. Bohlie r provide s  writte n conse nt to RVS  to unlice nse d himse lf a nd lice nse  the  Dis trict tha t
RVS could accommodate  the  request.

Compa ny Truc k

Another item tha t was not clear a t the  hearing was the  s ta tus  of a  Company truck tha t was
previous ly lis ted a s  pa rt of the  a sse ts  of the  Company. Based on S ta ff's  eva lua tion, this  truck is
no longe r pa rt of the  Compa ny's  a s s e ts . The re  curre ntly is  no truck be ing ope ra te d by Mr.
Bohlie r in his  se rvice  a s  inte rim ma na ge r. Mr. Bohlie r s ta te d to S ta ff tha t whe n he  took ove r a s
inte rim manage r he  neve r rece ived a  Company truck. S ta ff was  unable  to a sce rta in a s  to when
the  truck was removed from the  Company and by whom.

Customer Deposits

Although the  cus tome r de pos its  a ccount wa s  not a  principa l is sue  for the  Dis trict a t the
hea ring, S ta ff would like  to convey tha t the re  is  a  poss ibility tha t the  current amount recorded by
Mr. Bohlie r for cus tome r de pos its  might not be  tota lly a ccura te . Mr. Bohlie r e xpre s s e d his
conce rn tha t he  ha s  re corde d cus tome r de pos its  a s  he  ha s  re ce ive d the m a s  inte rim ma na ge r,
howe ve r he  wa s  not confide nt tha t a ll cus tome r de pos its  re ce ive d be fore  his  se rvice  a s  inte rim
manager have  been recorded. Although the  diffe rence  might not be  s ignificant, Mr. Bohlie r s ta tes
tha t there  might be  some s light diffe rence  for this  account.
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